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Daily Market Highlights

1 June: Global markets await debt ceiling vote

Global equities closed in the red; sovereign bonds rallied; DXY nudged higher
Dovish Fed speaks; JOLTS job openings topped all estimates
China PMIs slowed more than expected; Australia’s inflation spiked on automotive fuel

e Wall Street closed in the red ahead of the House of Representatives vote on Key Market Metrics

the debt ceiling deal, with fears of a fed funds rate hike on investors’ minds Level did (%)
after the strong JOLTS data but dovish comments from two Fed officials  Equities
helped the indices close off session lows. The Dow Jones Industrial Average pow Jones 32,908.27  -0.41
closed 0.4% d/d lower, while the S&P 500 and Nasdaq dipped 0.6% d/d each.  <gpspg 4179.83  -0.61
In Fed speak, both Governor Philip Jefferson and Philadelphia President NASDAQ 1293529  -0.63
Patrick Harker signalled that they are inclined to keep rates steady in the June Stoxx Eur 600 45176 -1.07
FOMC meeting. FTSE 100 744614 -1.01
Nikkei 225 30,887.88 -1.41
e The European markets also finished lower on jitters over the debt ceiling. Both S 1823427 .94
the Stoxx 600 and FTSE 100 lost around 1.0% d/d each. Hang Seng index
tumbled 1.9% d/d to a new low for 2023 as Asian markets mostly fell. CSI300 Straits Times R 090
fell 1.0% d/d as China’s latest PMI posted a steeper than expected ¢! 30 et St
contraction. Nikkei 22 retreated from its 33-year high and fell 1.4% d/d.
FX
e The UST market whipsawed, with investors fretting over the combination of ~ Dollar Index 104.33 0.15
mixed economic data and dovish comments by the two Fed officials. At the ~EUR/USD 1.0689  -0.43
end, the yields for the 2Y and 10Y closed 5 and 4bps lower at 4.40% and 3.64%  GBP/USD 1.2441 0.22
respectively. The yield on the 2Y had initially spiked to as high as 4.45% after  usD/IPY 139.34  -0.32
job openings in the US topped all estimates, raising expectations of higher  aubp/usp 0.6503  -0.21
interest rates. The 10Y European bonds yield also finished lower between 2 ysp/cnH 71192 0.40
to 7 bps. USD/MYR 46130  0.23
USD/SGD 1.3516  0.08
e DXY climbed to as high as 104.70 with support from the strong JOLTS data,
but later retreated to close at 104.33 (+0.2% d/d) following the dovish Fed .
Commodities
comments. EUR weakened to as low as 1.0635 after data showed European
inflation rates cooling quicker than expected and closed the day 0.4% d/d WTI ($/bbl) 68.08 A
weaker at 1.0689. GBP strengthened 0.2% d/d. CNH led losses in the Asia Brent (5/bbl) 7266 120
region, depreciating 0.4% d/d at 7.1192. MYR and SGD were also 0.1% d/d- Go!d (5/0z) 1,963.90  0.30
0.2% d/d weaker at 4.6130 and 1.3516 respectively. JPY was the outlier, Copper ($5/MT) 8,080.00  -0.42
posting a 0.3% d/d gain on safety bids. Aluminum($/MT) 2,246.00 0.99
CPO (RM/tonne) 3,496.50 -2.03

e In the commodities markets, oil slumped as a weak Chinese PMI dented Source: Bloomberg, HLBB Global Markets Research
sentiment, sending the WTI and Brent plunging 2.0% d/d and 1.2% d/d
respectively. Gold, on the other hand, gained 0.3% d/d.

US job openings topped all estimates

e According to the latest Beige Book, economic activity in the US was little
changed in April and early May. Expectations for future growth deteriorated
slightly, though largely pointed to a further expansion in activity. Consumer




expenditures were steady or higher, with many Districts reporting growth in
spending on leisure and hospitality. Manufacturing activity was flat to up, but
we noted concerns of a "freight recession." Residential real estate activity
picked up. Financial conditions were stable with a rise in consumer loan
delinquencies.

JOLTS jobs openings surged more than expected to 10.1m in April (March:
9.7m). This is the highest in 3 months, bringing the number of vacancies per
unemployed workers to 1.78 (March: 1.67). Job gains were led by retail trade,
healthcare as well as transportation and warehousing. The quits rate fell to
the lowest since February 2021 at 2.5% (March: 2.6%), suggesting the
employees were less optimistic about the employment market. The layoff and
discharge rate also edged down to 1.0% (March: 1.2%).

As mortgage rates rose to the highest since November 2022 at 6.90%,
mortgage applications chalked its third consecutive week of contraction at -
3.7% w/w for the week ending May 26 (May 19: -4.6% w/w). While refinance
demand is driven by the level of rates, purchase volume was also constrained
by the lack of homes on the market.

The MNI Chicago PMI tumbled more than expected to its 6-months low of
40.4 (Apr: 48.6) Most sub-indices worsened during the month, but of note,
employment fell and the direction reversed to a contraction.

The Dallas Fed Services Activity index worsened to -17.3 in May (Apr: -14.4),
with price and wage pressures sub-indices easing. More importantly,
respondents’ expectations regarding future business activity remained
negative but largely unchanged at -13.2.

UK business confidence dipped for the first time in 3 months

UK’s business confidence dipped for the first time in three months to 28 in
May (Apr: 33) as firms were less optimistic about the economy and their
trading prospects. Nonetheless, the current level is in line with the survey’s
long-term average and potentially reflected firms having already accounted
for the more upbeat economic news in recent months. No doubt, the
economic environment remains challenging, weighed down by stubborn
inflation rate and higher policy rates.

Australia’s CPI spiked on fuel automotive

Australia’s inflation rate snapped three months of softening, accelerating
more than expected to 6.8% y/y in May (Apr: +6.3% y/y). Nonetheless, it
should be noted that a significant contributor to price pressure was due to
automotive fuel, where the fuel excise tax was halved in April 2022. Stripping
the volatile automotive fuel, fruit and vegetables and holiday travel, core
prices eased to 6.5% y/y (March: 6.9% y/y).

Private sector credit unexpectedly accelerated to +0.6% m/m in April (March:
+0.2% m/m), with notable pick-up seen for businesses.

May’s final Judo Banks’ manufacturing PMI was revised upwards by 0.4ppts
to 48.4 (Apr: 48.0). Even though the index is up m/m, the underlying trend
remains consistent with a gradual slowdown in the manufacturing sector. Of
note, new orders remained in contraction and firms were careful with their
hiring activity. Price pressures intensified during the month.

Japan’s consumer confidence improved, capital spending accelerated

A string of upbeat Japanese economic data was released. In the consumer
sector, matching expectation, consumer confidence inched up to 36.0 in May
(Apr: 35.4). This marks the sixth consecutive month of improved sentiment
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driven by overall livelihood, employment and willingness to buy sub-indices.
In the corporate sector, capital spending unexpectedly accelerated to +11.0%
y/y in 1Q (4Q: +7.7% y/y), as company profits turnaround to expand by 4.3%

y/y (4Q: -2.8% y/y).

China PMIs slowed and below expectations

China’s official manufacturing PMI unexpectedly weakened to 48.8 in May
(Apr: 49.2), the lowest since December 2022 while its services sector slowed
more than expected, albeit still expansionary at 54.5 (Apr: 56.4). This latest
data provides more evidence that the economy is indeed losing momentum
as the economy struggled with weak exports and property markets, thus

strengthening the case for further policy easing and pro-growth measures.

House View and Forecasts

FX This Week 2Q-23 3Q-23 4Q-23 1Q-24
DXY 103-106 100.97 99.96 97.96 96.98
EUR/USD 1.06-1.08 1.10 1.11 1.12 1.13
GBP/USD 1.22-1.25 1.24 1.25 1.24 1.24
USD/JPY 138-140 131 130 128 128
AUD/USD 0.64-0.66 0.68 0.68 0.69 0.70
USD/MYR 4.54-4.65 4.39 4.35 431 4.28
USD/SGD 1.34-1.37 131 1.30 1.27 1.26
Rates, % Current 2Q-23 3Q-23 4Q-23 1Q-24
Fed 5.00-5.25 5.00-5.25 5.00-5.25 5.00-5.25 5.00-5.25
ECB 3.75 4.00 4.00 4.00 4.00
BOE 4.50 4.75 4.75 4.75 4.75
BOJ -0.10 -0.10 -0.10 -0.10 -0.10
RBA 3.85 3.85 3.85 3.85 3.85
BNM 3.00 3.00 3.00 3.00 3.00
Source: HLBB Global Markets Research
Up Next
Date Events Prior
1-June JN Jibun Bank Japan PMI Mfg (May F) 50.8
MA S&P Global Malaysia PMI Mfg (May) 48.8
VN S&P Global Vietnam PMI Mfg (May) 46.7
AU Private Capital Expenditure (1Q) 2.20%
CH Caixin China PMI Mfg (May) 49.5
EC HCOB Eurozone Manufacturing PMI (May F) 44.6
HK Retail Sales Value YoY (Apr) 40.90%
UK S&P Global/CIPS UK Manufacturing PMI (May F) 46.9
EC CPI MoM (May P) 0.60%
EC Unemployment Rate (Apr) 6.50%
EC CPI Estimate YoY (May) 7.00%
US Challenger Job Cuts YoY (May) 175.90%
US ADP Employment Change (May) 296k
US Nonfarm Productivity (1Q F) -2.70%
US Initial Jobless Claims 229k
US Unit Labor Costs (1Q F) 6.30%
US Continuing Claims 1794k
US S&P Global US Manufacturing PMI (May F) 48.3
US Construction Spending MoM (Apr) 0.30%
US ISM Manufacturing (May) 47.1
2-June AU Home Loans Value MoM (Apr) 4.90%
US Change in Nonfarm Payrolls (May) 253k
US Unemployment Rate (May) 3.40%
US Average Hourly Earnings MoM (May) 0.50%
US Average Weekly Hours All Employees (May) 34.4
US Labor Force Participation Rate (May) 62.60%

Source: Bloomberg
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DISCLAIMER

This report is for information purposes only and does not take into account the investment objectives, financial situation or particular needs of any
particular recipient. The information contained herein does not constitute the provision of investment advice and is not intended as an offer or
solicitation with respect to the purchase or sale of any of the financial instruments mentioned in this report and will not form the basis or a part of any
contract or commitment whatsoever.

The information contained in this publication is derived from data obtained from sources believed by Hong Leong Bank Berhad (“HLBB”) to be reliable
and in good faith, but no warranties or guarantees, representations are made by HLBB with regard to the accuracy, completeness or suitability of the
data. Any opinions expressed reflect the current judgment of the authors of the report and do not necessarily represent the opinion of HLBB or any of
the companies within the Hong Leong Bank Group (“HLB Group”). The opinions reflected herein may change without notice and the opinions do not
necessarily correspond to the opinions of HLBB. HLBB does not have an obligation to amend, modify or update this report or to otherwise notify a
reader or recipient thereof in the event that any matter stated herein, or any opinion, projection, forecast or estimate set forth herein, changes or
subsequently becomes inaccurate.

HLB Group, their directors, employees and representatives do not have any responsibility or liability to any person or recipient (whether by reason of
negligence, negligent misstatement or otherwise) arising from any statement, opinion or information, expressed or implied, arising out of, contained in
or derived from or omission from the reports or matter.

Potential and actual conflict of interest may arise from the activities of HLB Group. HLB Group constitute a diversified financial services group. These
entities engage in a wide range of commercial and investment banking, brokerage, funds management, hedging transactions and other activities for
their own account or the account of others. In the ordinary course of their business, HLB Group may effect transactions for their own account or for the
account of their customers and hold long or short positions in the financial instruments. HLB Group, in connection with its business activities, may
possess or acquire material information about the financial instruments. Such activities and information may involve or have an effect on the financial
instruments. HLB Group have no obligation to disclose such information about the financial instruments or their activities.

The past performance of financial instruments is not indicative of future results. Whilst every effort is made to ensure that statements of facts made in
this report are accurate, all estimates, projections, forecasts, expressions of opinion and other subjective judgments contained in this report are based
on assumptions considered to be reasonable as of the date of the document in which they are contained and must not be construed as a representation
that the matters referred to therein will occur. Any projections or forecasts mentioned in this report may not be achieved due to multiple risk factors
including without limitation market volatility, sector volatility, corporate actions, the unavailability of complete and accurate information. No assurance
can be given that any opinion described herein would yield favourable investment results. Recipients who are not market professional or institutional
investor customer of HLBB should seek the advice of their independent financial advisor prior to taking any investment decision based on the
recommendations in this report.

HLBB may provide hyperlinks to websites of entities mentioned in this report, however the inclusion of a link does not imply that HLBB endorses,
recommends or approves any material on the linked page or accessible from it. Such linked websites are accessed entirely at your own risk. HLBB does
not accept responsibility whatsoever for any such material, nor for consequences of its use.

This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any state, country
or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation. This report is for the use of the
addressees only and may not be redistributed, reproduced or passed on to any other person or published, in part or in whole, for any purpose, without
the prior, written consent of HLBB. The manner of distributing this report may be restricted by law or regulation in certain countries. Persons into whose
possession this report may come are required to inform themselves about and to observe such restrictions. By accepting this report, a recipient hereof
agrees to be bound by the foregoing limitations.




